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SUMMARY: IN A FURTHER ATTEMPT TO ATTRACT HIGHER TECHNOLOGY, 
LAND-INTENSIVE INDUSTRY, THE HKG IS CONTEMPLATING ESTAB- 
LISHING INDUSTRIAL PARKS IN THE NEW TERRITORIES AND RENTING 
FACTORY SITES AT FAVORABLE TERMS TO INVESTORS IN APPROVED 
LINES OF PRODUCTION. THIS SHOULD BE OF INTEREST TO POTENTIAL 
U.S. INVESTORS WHO WISH TO PRODUCE FOR THE SEA MARKET. 

END SUMMARY. 

1. HONG KONG'S INDUSTRY HAS BEEN BUILT ON THE PRODUCTION 
OF LIGHT CONSUMERS' GOODS CONCENTRATING UPON LABOR-INTENSIVE 
PRODUCTION METHODS. TEXTILES AND GARMENTS STILL ACCOUNT 
FOR HALF OF ALL EXPORTS, WHILE PLASTIC TOYS AND FLOWERS 
AND ELECTRONIC APPLIANCES ALSO HAVE LARGE SHARES. RAPIDLY 
RISING WAGE RATES HAVE MADE THIS TYPE OF PRODUCTION IN- 
CREASINGLY COSTLY AND THE HKG HAS BEEN AWARE FOR A NUMBER 
OF YEARS THAT LOCAL INDUSTRY MUST REGEAR TO MORE 
CAPITAL-INTENSIVE METHODS. THE CHIEF OBSTACLE TO 
INVESTMENT IN HEAVIER INDUSTRY HAS BEEN THE EXTRA- 
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RESOURCE. UNTIL 1973, ALL CROWN LAND WAS MADE AVAIL- 
ABLE, ON A LEASEHOLD BASIS, TO THE HIGHEST BIDDER. 

THIS EEEECTIVELY SHUT OUT HEAVIER INDUSTRY BECAUSE THE 
DEVELOPERS OE ELATTED FACTORIES (MULTI-STORY EACTORY 
BUILDINGS LET OUT TO SMALL PRODUCERS) COULD ALWAYS OUTBID 
OTHER RIVALS. 

2. IN EARLY 1973, THE POLICY WAS MODIFIED SLIGHTLY IN 
EAVOR OE INDUSTRIAL INVESTORS. CERTAIN TRACTS WERE PUT 
UP EOR AUCTION SUBJECT TO SEVERE RESTRICTIONS ON THE 
USE TO WHICH THE LAND COULD BE PUT (REP A). THE PRIN- 
CIPAL ACHIEVEMENT OF THIS POLICY WAS THE DECISION OP 
THE U.S. FIRM, OUTBOARD MARINE, TO CONSTRUCT A PLANT 

IN HONG KONG. A PURTHER MODIFICATION WAS ANNOUNCED BY 
THE GOVERNOR, IN DECEMBER 1973 (REP B), UNDER WHICH 
THE HKG WOULD ABANDON THE AUCTION SYSTEM ENTIRELY, EOR 
VERY DESIRABLE INVESTMENTS, AND ENTER INTO "PRIVATE 
TREATIES" EOR THE SALE OP LAND ON FAVORABLE TERMS. 

DOW HAS AGREED TO BUILD A PETROCHEMICAL PLANT UNDER 
THIS ARRANGEMENT. 

3. ON APRIL 3, 1974,THE DEPUTY SECRETARY FOR ENVIRON- 
MENT, MR. G. BARNES, ANNOUNCED THAT THE HKG IS CON- 
SIDERING ESTABLISHING INDUSTRIAL PARKS AT YUENLONG AND 
TAIPO (WHERE AN EXTENSIVE LAND RECLAMATION PROJECT IS 
IN TRAIN) AND RENTING EACTORY SITES TO NEW, LAND- 
INTENSIVE INDUSTRIES "AT ATTRACTIVE PRICES." THE 
DEVELOPMENT AND PREPARATION OP THESE PARKS WILL BE 
UNDERTAKEN BY PRIVATE DEVELOPERS WHO WILL THEN LEASE 
THE LAND BACK TO THE HKG WHICH, IN TURN, WILL RENT OUT 
INDIVIDUAL TRACTS. 

4. COMMENT: HONG KONG IS, IN PART, TAKING A PAGE OUT 
OP SINGAPORE'S BOOK. THERE IS NO REPEAT NO INDICATION, 
HOWEVER, THAT THE HKG IS PREPARED TO GO AS PAR AS TAX 
HOLIDAYS OR SUBSIDIES TO ATTRACT DESIRED INVESTMENTS. 

IN THEORY, THE NEW POLICY IS OPEN TO ALL COMERS, IN- 
CLUDING LOCAL INVESTORS, BUT THERE ARE PEW LOCAL FIRMS 
WITH EXPERIENCE IN THESE LINES OF PRODUCTION. THE 
TARGET OP THE POLICY IS THUS, PIRMS IN THE U.S., 
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